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Home Loan Bank Board Federal Housing 


Administration (FHA) 


Federal Home Loan Bank System 


Federal Savings & Loan Insurance Corp. 


Federal Savings & Loan Operations 


Present organization of HHFA and its 
constituent agencies gives HHFA a peculiar mixture 
of policy supervision and operating functions. And the 
HHFAdministrator (as shown by the dotted line) has 
no power to control the subordinate commissioners. 
Many a program would be killed outright (crossed out 
on chart) and those that do not fit into HHFA would 
be shifted elsewhere in the government (as noted on 


chart). For details, see p. 6 and text of recommenda- HHE. ee | 
tions, p. 15. 

After streamlining recommended to Eisen- Compliance Race Relations 
hower, HHFA would look like this. The HHFAdminis- E 


trator would have firm policy control (solid line) over 
five constituent a ies— 
, gencies—the old PHA, FHA (renamed Chief Economist Labor Relatiors 
the Federal Mortgage Insurance Administration), a 
newly set up Home Loan Bank Board (it would absorb 


Fanny May), a new Urban Renewal Administration 
and a new Housing Management and Property Dis- Seber sl Uceneee Beste ortsoer 


position Administration. 
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to untangle the federal program and encourage 
private building to play a bigger part: 


A new program of rehabilitation and conservation, 


longer mortgage amortization periods, smaller down payments, 


flexible interest rates and a private substitute for FNMA 


On December 15, after three months of intense study, his 23 housing policy ad- 
visors handed President Eisenhower a bulky package of recommendations. Their 
proposals—if the President, and, in turn, Congress adopts them—add up to the 
most sweeping changes in US housing law in 20 years. 

Not since FHA was created in 1934 has the structure of federal aids to America’s 
biggest new industry been thoroughly overhauled. It is high time. Patched and 
amended some 200 times, US housing laws have created a jumble of alphabeti- 
cal agencies loosely tied together but not really controlled by HHFA. Moreover, 
some of the functions are no longer necessary. Some policies and powers only 
half cope with the problems. A lot of the old mortgage tools look obsolete. 


More emphasis on rehabilitation 


Within the inevitable framework of trade prejudices, the advisory committee did 
a remarkably disinterested job of pruning away deadwood, forging sharper tools 
or widely accepted goals like slum clearance, better housing for the poor, and a 
more even flow of mortgage money to keep the $12 billion housing industry from 
wasteful fits and starts. The proposals filled an 8” by 1014” document 287 pages 
thick. But in all that 2 lb. 10 oz. weight of words, the housing advisors urged only 
one really sharp change of direction for federal housing. This involved rehabilitation 
and conservation—the big new horizon of the housing market. The committee would 
insist that cities have workable programs for rehabilitating old housing and neigh- 
borhoods before they get any federal aid for public housing or redevelopment. In 
other words, the government would help those who show some spine about helping 
themselves; it would do little or nothing for cities that evade their own responsi- 
bilities to battle against slums. 


A bigger part for private housing 
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The housing advisors urged no radical break with most past programs. All the 
main ones would be left alive—FHA, redevelopment, even public housing. Yet 
through the whole report ran the promise of broadening private housing’s role and 
reducing government props. But this would come gradually, as with a proposed 
program for FHA 40-year, nothing-down mortgages for low-income families. 

It was only when the committee got down to mortgage finance that its ideas looked 
controversial enough to raise serious doubt that Congress will adopt them. And 
ironically, the most controversial proposals of all were the two most important ones: 
1) an interest rate on FHA and VA mortgages made flexible by tying it to the price 
of government bonds (which might mean about 514% in today’s market), and 2) 
replacement of Federal National Mortgage Assn. by a privately financed National 
Mortgage Marketing Corp. (which builders immediately charged would not work). 


On the next 13 pages, the committee’s ideas and their chances of adoption are an- 
alyzed in detail, followed by the complete text of the committee recommendation. 


alter Benne 


SHIRT-SLEEVE SESSIONS hammered out final 
report. Pictured clockwise around the table 
from the bottom left: Rodney Lockwood, Miles 
L. Colean, George Bliss, Alexander Summer, 
James W. Rouse, Chairman Cole, William J. 
Gray, Benjamin Fisher (pinchhitting for CIO’s 
James G. Thimmes), Robert Patrick, Norman 
Mason, and Ernie Bohn. Against far wall (I 
to r): Neal J. Hardy, Ralph Walker, R. G. 
Hughes. 


Overhaul of FHA would aid middle-income families, 


Two years ago, few dared to suggest that the existing stock of 
housing had a vital social and economic place in the housing 
picture. With practically all government policy aimed at build- 
ing new housing, two facts were pushed aside: 1) by no con- 
ceivable violation of economic law could a whole population be 
housed in relatively new houses; 2) new building itself could 
not continue to boom indefinitely without a vigorous market in 
used houses. 

By last month, these facts were not only generally recognized. 
They were on their way to becoming the new keynote of federal 
policy. Nearly every aspect of the President’s housing advisory 
committee report carried the theme—to improve housing con- 
ditions generally, to stimulate new building, to reduce govern- 
ment outlays. The theme ran through the FHA proposals, the 
urban renewal proposals and even the public housing proposals 
—a region where previously it had met the most stubborn 
opposition. Never before had the oneness of the housing market 
been so fully recognized by the government. 

In the 52 recommendations, the main aim was to broaden 
the range of the private housing market and lay a foundation 
for government to retreat from its vast outlays ($42.5 million a 
year currently) and staggering contingent liabilities. So impor- 
tant was the $11 billion home industry and the employment it 
furnishes that no serious letdown in homebuilding and buying 
could be tolerated by a government which hoped to stay in office. 
That was basic with the administration’s—and its committee’s 
—approach to the problem. Yet the new Republican officials 
hoped, quite reasonably, that ways to maintain housing could 
be found more in line with basic Republican doctrine: less gov- 
ernment interference with private enterprise, less cost to the 
taxpayer, more efficiency. 

Much of the groundwork for the program was laid at the 


‘Rye Conference sponsored in December °52 by House & Home 


and Lire. There, 41 of the nation’s housing leaders (including 
11 of the 23 men later picked by President Eisenhower as his 
housing advisors) met for two days and drafted an open letter 
to the President suggesting ways to cut the cost, streamline 
the methods and lift the effectiveness of federal cooperation 
with housing. In almost every broad respect, last month’s 
report to Eisenhower followed the recommendations of the 
Rye Round Table. 

To homebuilders, the most important recommendations would 
give FHA the most drastic overhaul of its 20-year life, and 
bring VA loans part way into the FHA orbit. Happily, these 


were among the least controversial matters tossed on the table. 


boost in-city apartment building 


The recommendations: 
Mortgage equality for existing houses 


As.FHA Commissioner Guy T. O. Hollyday has been urging, 
down payment and amortization terms for FHA mortgages on 
existing housing (under Sec. 203) would be equalized with 
those on new construction. (As things stood, FHA was limited 
to 80% of value and 20 year payoff on existing homes, but 
could go up to 95% and 30 years on new housing in the cheaper 
price brackets.) The committee realized an undue dispensing 
of favors for new construction not only can result in neglect of 
the existing supply, upon which most families depend, but also 
may slow up new building in a time when the ready transfer of 
eixsting houses is often essential to the sale of new ones. The 
proposed equalization would have a profound effect on the hous- 
ing market. 


Mortgage ceilings in line with today’s costs 
For FHA’s mainspring program, Sec. 203, mortgage ceilings 
should be revised still more than were last September when 
Reg. X was lifted (H&H, Oct. 52) to bring them in line with 
costs that have more than doubled since the FHA mortgage 
pattern was set in 1934. The house that cost $6,000 in 1940 
now cost $14,500. In 40, the down payment for the $6,000 
house was $600. It took $2,900 down to buy the $14,500 house 
today. By rejiggering FHA’s mortgage insurance limits, the 
committee would smooth out the anachronistic bumps in down 
payments. For instance, the down payment on a $14,500 house 
would shrink to $2,025. On a $25,000 house, it would drop 
from $9,000 (or 38%) to $5,000 (or 20%). (Which is 
18.6%.) ; 

If the schedule is adopted, builders at last will have much 
more inducement to build according to market requirements 
instead of according to a financial formula. 

Especially, the new terms would once more make FHA help- 
ful to middle-income families—the now forgotten stepchildren 
of federal housing policy. Biggest reductions in down payments 
would be on homes priced from $10,000 to $16,000. They 
would regain the loan-value ratios that covered comparable pre- 
World War II houses. Said the FHA subcommittee: “The in- 
crease in maximum insurable mortgage amount for one-family 
homes from the $16,000 ceiling established in 1934 is recom- 
mended in recognition of the fact that the home mortgage 
financing activities of typical lending institutions now range 
upward to at least this amount ($20,000) of mortgage.” 
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Rejected was a proposal that FHA be confined to insuring SMOOTHING OUT BUMPS IN FHA TERMS 
loans up to $12,000 (which would mean perhaps a $15,000 
house). Turning aside the idea of class legislation, the subcom- 
mittee observed: “As a self-supporting insurance operation, the 


Proposed terms Present terms 


Maximum Minimum Down Maximum Minimum Down 
Insurable Down Payment Insurable Down Payment 


benefits of FHA insurance should be available to all families Value Mortgage* Payment Ratio Mortgaget Payment Ratio 
who desire to use the system, without regard to their income.”  $ 5,000 $4,750. - “3: 250 5.0% $4,750  $ 250 5.0% 
The proposed schedule would let FHA insure 95% of the first ss ee oe ee B73. ge Be 
“7° 0 350 0 H 
$8,000 of value and 75% of the excess up to a mortgage ceiling e iee ce. hog : - seid vi i. 
rn < ’ ’ ., , '° 
of $20,000 on one- and two-family dwellings, $27,500 for three- 9,000 8,350 650 7.2 8,050 950. 10.5 
family and $35,000 for four-family. Present limits: 95% on 10,000 9,100 900 9.0 8,750 1,250 12.5 
the first $7,000 of new construction only, 70% on the next 11,000 9,850 1,150 10.5 9,450 1,850 14.1 
$4,000 with a limit of 80% on all existing construction and all nea. ae Pere hie eae 8,600 it ie Ma 
. 0 1,650 12, : 
new construction valued over $11,000. On the next page ap- 4499 ye tob Mf Te a eledy at ais hare 
ears the proposed schedule, and a comparison with current ‘ : re sh gina 
@ Prop ? le n 15,000 12,850 2,150 14.3 12,000 3,000 20.0 
terms up to the proposed $20,000 limit for one- and two- 16,000 13,600 2,400 15.0 12,800 3,200 20.0 
family homes. 17,000 14,350 2,650 15.6 13,600 3,400 20.0 
In place of today’s welter of confusing subsections and laws 18° bey Bie wale i ate SBOP, 200 
irine tse 1 bunld hes Ronee aK 19,000 15,850 3,150 16.6 15,200 3,800 20.0 
requiring smaller loans to builders, the housing advisors sug- 20,000 46,600 3.400 17.0 46,000 4,000 20.0 
. . Cutt ’ , , . A 
gested that FHA simply be authorized to set “lower limits for 24,000 17,350 3,650 17.4 tenes ene 23.8 
firm commitments to builder and other non-owner-occupant — 22,000 18,100 3,900 17.7 16,000 6,000 27.3 
mortgagors.”” How much would be appropriated? About 90%  — 23,000 18)850 CHU) ERY 16,000 7,000, 30.8 
of what owner-occupants could get, the advisors said. sige? bee aie tte pi cet ag 
24,533 20,000 4,533 18.4 16,000 8,533 34.8 
e 
Maximum 30 year terms Proposed rates applicable to 3- or 4-family houses 
For Sec. 203, the committee urged a single amortization max- 25,000 SURE 2 COC uaa 0 
imum of 30 years to replace the triple standard now prevailing 260° eee ees 
Et 27,000 21,850 5,150 19.1 
(30 years for loans on new building where 5% down payments 4 99 rye Supe ae 
Z - , iF ’ a 
are permitted, 25 years for other loans approved for insurance _ 29,000 23,350 5,650 19.5 
before construction, and 20 years on the rest). The committee —_ 30,000 24,100 5,900 19.7 
suggested that FHA underwriters could easily prevent individ. 31,000 24,850 bee BE 
ual loans from being too long for the property involved. More- a Roe am a 
. , 6, ’ ‘2 
over, they contemplated that FHA could tighten up the payoffs 34,000 27,100 6,900 20.3 


generally if economic conditions dictated it. 
Proposed rates applicable to 4-family houses 


A boost for apartment building in big cities 35,000 27,850 7,150 20.4 
Apartment construction had never been highly favored by en mete iy ae 
FHA, except through the very high percentage but restricted 25,000 30,100 7,600 ae 
dollar amount mortgages it insured for defense housing, for 39,000 30,850 8,150 20.9 
Section 213 cooperatives, and under the expired “veterans 40,000 31,600 8300 921-0 
emergency” 608 program. FHA mortgage limits for single. 41° 32,800 oe ais 

: : : ; 42,000 33,100 8,900 21.2 
family houses went far higher, and especially during the post- jog 93,850 9,160 21.3 
World War II boom promoted extensive suburban homebuilding 44,000 34,600 9,400 21.4 
at the expense of in-city apartment construction. The disparity —_ 45,000 35,000 10,000 22.2 


in FHA terms between single-family houses and apartments had « Based on 95% of first $8,000 of estimated value, and 75% of value in excess of $8,000. 
" 4 3 Maximum insurable mortgage: 
only helped speed the middle class flight to the suburbs (where : ; 
é $20.000 for 1 and 2-family structures 

terms were better). In this, many observers thought, lay one of 27,500 for 3 family structures 
a Ta liti 1 . i f ti He b b 35,000 for 4 family structures 
the itical ironies o ration: suburba 

pce ets PO 2 a pene = eS . 33 + Based on 95% of first $7,000 of estimated value, and 70% of value from $7,001 to $11,000, 
movement, speeded by Democratic policies, showed signs of or 80% of entire value if in excess of $11,000. Maximum insurable mortgage: 
_ H i : $16,000 for 1 and 2-family houses 
increasing Republican strength. For some reason, voters in $20,500 for 3-family houses 
many spots seemed to change their views after they changed $22,000htor: ¢-femilly@ houses 


their address. The present disparity: 


Maximum Unit Maximum 

mortgage value % of value 

per unit 
Single-family houses .......... sepeeeees $16,000 $20,000 80% Richard Meek 
Non-defense apartments (Sec. 207)..... 10,000 12,500 80% 
Sec. 213 cooperatives ............00% ae 8,100* 9,000* 90 
Sec. 213 cooperatives with 65% veterans.  8,550* 9,000* 95 
Defense housing (Title IX) ............. 8,100 9,000 90 


* By law, Sec. 213 cooperative mortgages actually could go higher on a@ room-value 
basis: 90% (or 95% for veterans) of 5-room apartments valued at $10,000, 6 rooms at 
$12,000, 7 rooms at $14,000 etc. In. practice, however, the $8,100 limitation was never 
exceeded. 
Housing policy report was 


The advisory committee recognized that current Sec. 207 and ae vr eter ters cre, oe 


Sec. 213 mortgage ceilings were far too low for fire-resistant or Sativa) tapeieeA (estallof 
fireproof-elevator construction in the big cities that need it most. 14,796 man-hours of labor 
It recommended a 20% increase in the value of such apartments went into it. 
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aa nt hp 


eligible for FHA insurance. It would equalize the value of Sec. 
207 and Sec. 213 units that could be insured. It would remove 
today’s $8,100 and $10,000 ceilings. Current and proposed 


mortgage provisions, on a room basis: 


Section 207 Section 213 

Maximum Value Max. Maximum Value Max. 
mortgage per %of mortgage per % of 
per room room value perroom room value 
Present (all classes). $2,000 $2,500 80 $1,800 $2,000 90 
1,900* 2,000 95* 

Proposed (non-fire re- 
sistanb) ie once eadeces 2,000 2,500 80 2,500 2,500 90 
2,3757 2,500 95+ 

Proposed (fire resist- 
ant, fireproof-eleva- 2,700 3,000 90 
EOS) ) Berets sles faites css 2,400 3,000 80 2,850t 3,000 95t 


* Higher percentage mortgage if 65% of purchasers are veterans. 
t Higher percentage mortgage if 50% of purchasers are veterans. 


Did big-city builders of apartments agree that the new 
formula would work? In New York, Builder Alfred Gross called 
$2,400 a room mortgages for Sec. 207 jobs “very promising.” 
He thought they might even make Manhattan construction “pos- 
sible.” Other observers noted $3,000 a room construction 
would be far from low-income housing. Thirty-year debt serv- 
ice on $2,400 would run about $150 a year, and taxes, operat- 
ing expenses, and a 10% return on owner’s equity would push 
rents to about $400 per room per year—$135 a month for four 
rooms, The proposed changes could make it easier for a builder 
to obtain financing, but they would not reduce his construction 
costs or enable him to tap much more of the market. 


Higher limits for Title | repair loans 


In line with today’s higher prices, the advisors urged that 
FHA Title I repair and modernization loans get both higher 
loan limits and longer amortization. Said the committee: “The 
limitation of $2,500 is not sufficient in terms of today’s prices 
to finance many home modernization operations, while the 


present three year maximum term requires a debt service on 
larger loans that is beyond the ability of many families to 
carry.” They urged: 

Single-family: raise loan maximum from $2,500 to $3,000 
and extend term from three years to five. 

Two-four family: retain present $10,000 maximum but raise 
payoff term from seven years to 10. 

More than four-family structures: retain present $10,000 
maximum or $1,500 per unit whichever is greatest, but raise 
maximum term from seven years to ten. 

The advisors urged FHA to take all possible steps to drive 
racketeers out of the Title I repair business, but rejected manda- 
tory inspection requirements as “unworkable,” and likely “only 
to curtail drastically” the whole program. It expressed confi- 
dence that FHA’s crackdown on abuses by requiring lenders 
to screen applicants more carefully (H&H, Nov. °53, News) 
would stamp out the freewheeling fringe. 

In line with its effort to simplify the plethora of FHA pro- 
grams, the President’s advisors urged that the Title I, Section 8 
program for new low cost homes be merged with FHA’s main 
Section 203 program. To keep lenders interested in pint-sized 
loans, which cost just as much to service as bigger ones but 
return less money, the committee would let FHA permit a ser- 
vice charge to compensate for the higher handling cost of loans 
of $6,000 or less. 


Open end mortgage endorsed 


The open end mortgage, which allows borrowers to increase 
their loans after some of the principal has been paid for repair 
or expansion purposes, got the housing committee’s unqualified 
endorsement, although the committee foresaw some “legal diff- 
culties” in some states. Said the FHA subcommittee: “Wide- 
spread use of the open end mortgage could have a significant 
impact on the economy of the nation” by making funds much 
more readily available to the “average home owner” to 
modernize, repair or expand his house. 


More authority but no operating duties sought for HHFA; 


VA setup is called a ‘major deficiency’ 


The big trouble with the organization of HHFA, the housing 
advisors remarked, that “the administrator...is currently a 
federal official with substantial responsibilities and virtually no 
authority” to carry them out. The HHFA boss can control only 
his operating functions, like the Division of Slum Clearance 
and Urban Redevelopment, the now-defunct Housing Research 
Division and a few lesser activities. But as the housing com- 
mittee observed, he can do no more than “engage in diplomatic 
cajolery with the heads of constitutent agencies where conflicts 
in interests occur. Such a position . . ., is untenable and does 
not follow the rudimentary principles of sound organization.” 

What the HHFAdministrator now has is authority for “gen. 
eral coordination and supervision” of FHA, PHA, and the 
Federal Home Loan Bank system. (With Fanny May, he is in 
a better position; he is chairman of the board by law.) But the 
housing advisors found “general coordination and supervision” 
appears “to mean all things to all men and results in a situation 
which is satisfactory to no one.” The committee cited “ample 
evidence of needless friction” betwen HHFA and its satellites. 
It blamed the curious structure for the sad lack of coordination 
between public housing, redevelopment and slum clearance and 
FHA insurance on redevelopment housing. Said the subcom- 


mittee on reorganization: “Each of these agencies has its own 
requirements and the city must deal separately with the three 
agencies involved. In the end the result is a series of annoying 
conflicts among administrative requirements resulting in long, 
expensive and unnecessary negotiations before a project area is 
in fact cleared, the public housing project provided, and FHA 
insurance obtained on a redevelopment project.” 

The subcommittee lashed out hard at Congress (without 
actually naming Congress, of course) for setting up the VA 
housing program on a separate basis. (One reason VA loans 
were not put under FHA’s control is that FHA did not want 
them.) The housing advisors called the result a “major defici- 
ency.” They charged that the duplicating organizations have 
led to a “gradual buildup of duplicated field activities and, in 
an unfortunate number of cases, an, outright competitive ap- 
proach to the underwriting of...loans between the FHA and 
VA.” Recommended: let FHA take over VA processing. 

The committee’s recommendations for reorganizing HHFA 
were some of its soundest handiwork. Except where the ad- 
visors stumbled across the problem of revamping Fanny May 
(p. 10), it was hard to foresee who would raise much objec- 
tion to the changes. For details, see chart (p. 2), text (p. 15). 
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Committee meeting: left, Chairman Albert 
M. Cole, Richard J. Gray, Benjamin Fisher; 
right, Norman P. Mason, Richard G. Hughes 
and Ernest J. Bohn. 


Public housing would continue, but advisors urge 


40-year, nothing-down FHA loans on semi-welfare basis 


When Ernest Bohn, director of the Cleveland Metropolitan 
Housing Authority, was named a member of the Eisenhower 
committee, he told newsmen: “I hope to make my main con- 
tribution an effort to stop the constant bickering between pub- 
lic and private enterprise in housing.” As chairman of the 
subcommittee on housing for low-income families, able Ernie 
Bohn was unable to stem private housers’ conviction that pub- 
lic housing ought to be scrapped. Big chunks of his subcom- 
mittee report were rejected by the full committee. 

But what emerged struck many a public houser as more 
than he dared hope from a 23-man committee that included 
ten mortgage lenders, two realtors and two builders and only 
three men who held a bias in favor of public housing. The 
committee accepted the principle that poverty-stricken families 
need federal help in shelter. Facing up to the reality that there 
are some 35,000 public housing units in the pipeline that will 
have to be built, the committee urged continuance of the 
existing public housing program, though it would strip PHA 
of Korean-war defense public housing and disposition of 
World War II public housing temporaries. The committee 
left untouched the hottest potato: how many units should be 
started next fiscal year. The advisors left that up to President 
Eisenhower and Congress, who will have to make the final 
decision anyway. (So a good guess on fiscal 1954-55 starts was 
anything from this year’s level—20,000—to the 25,000 to 
35,000 starts PHA had asked the Budget Bureau to approve.) 

The advisors suggested major shifts of emphasis for sub- 
siziding shelter for low-income people. As Cole and PHA 
Commissioner Charles Slusser had been urging lately, they 
suggested that less public housing be put up in vast institu- 
tional projects, that more of it should be units that fit into 
residential neighborhoods. Discarded as impractical was a 
suggestion to sell existing public housing to its inhabitants. 
That could be attacked as a Republican giveaway. The com- 
mittee recommended that payments to local communities in 
lieu of taxes be made mandatory. 

It demanded that public housing be permanently tied to 
rehabilitation and other local efforts to repair slums. The 
method: before any city could qualify for more public housing 
units, the proposed Urban Renewal Administration (beefed-up 
successor to HHFA’s urban redevelopment division) would 
have to certify that the city was making a sincere effort to 
fix up slums and keep new ones from forming. 

Most significant of all, the committee recommended a two- 
year FHA experiment aimed at making private housing avail- 
able to some of the people who now live in public housing—at 
about the same price. FHA would insure 40-year loans on 
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homes priced up to $7,600 ($8,600 in designated high-cost 
areas.) At current interest rates, a 40-year mortgage on 
housing that cheap would make monthly carrying charges 
cheaper than rent. The monthly payments, for principal and 
interest on a $7,000 mortgage for 40 years, at 5%, would be 
only $33.76. Add another $8 to $10 a month for insurance 
and taxes, and the monthly cost would still be within reach 
of almost any family where the breadwinner is employed. 
Houses sold under the trial program (suggested as a new 
FHA Sec. 221) would be offered with only a token down 
payment of $200 to cover closing costs. The committee would 
let FHA issue 85% commitments to builders or owners of 
rental Sec. 221 units, with provision for conversion of the 
temporary loan into a permanent 100% loan upon sale to 
qualified low-income buyers. Sec. 221 would cover both new 
and reconditioned homes. It contemplated lease-purchase con- 
tracts for families not able to qualify under FHA credit 
standards. The advisors urged occupancy preference to fam- 
ilies displaced by public housing or demolition. 

Even close-mouthed Chairman Cole admitted the 40 year, 
nothing-down loan was the most controversial single proposal 
the policy committee made. Some lenders questioned the 
whole idea. Growled George Bliss, chairman of the housing 
credit subcommittee: “There’s bound to be serious losses. Why 
don’t we be realistic and allocate such a program to public 
housing? It has no place under private enterprise. Further, 
it is misleading Congress.” Ernie Bohn’s public housing com- 
mittee wanted FHA to insure mortgages up to 95% of value 
for 40 years, but without any requirement that they be re- 
stricted to low-income families, and with a rent control gimmick 
that the occupant could not pay more than 20% of his income 
for them. Bohn’s group wanted the government to buy the 
long-term mortgages to launch the program. Rodney Lock- 
wood’s subcommittee on FHA and VA housing wanted Sec. 221 
loans to be assignable to FHA after 20 years in exchange for — 
debentures covering the outstanding principal. It wanted the de- | 
bentures to carry interest equal to the current yield of govern- . 
ment bonds of comparable term, and thought lenders should ' 
have complete protection against foreclosure losses. 

In the horsetrading that produced the final report, all those | 
views were rejected, generally by close votes. 

In all, the housing committee came forth with the most 
concrete proposals advanced in recent years for private enter- ? 
prise to make public housing unnecessary. But it knew well © 
that the program would only work if private mortgage money ;, 
backed it. While time tested this, the committee proposed to j 
tolerate public housing, with amendments. 


| New Urban Renewal Administration would broaden the 


war on blight, put federal slum aid on self-help basis 


In urging the government to switch to a self-help basis for 
fighting slums, the housing advisory committee accepted two 
facts which used to be controversial but were becoming less so: 


1. At the present slow rate, demolition would take 200 
years to wipe out the nation’s slums, 


2. The cost would be at least $15 billion, which was out of 
the question except on a several-generation basis. 


Instead of mere slum surgery, the committee called for the 
widest possible use of all the weapons against blight. In a 
rare burst of eloquence, the committee declared: “A piece- 
meal attack on slums simply will not work—occasional thrusts 
at slum pockets in one section of the city will only push slums 
to other sections unless an effective program exists for attack- 
ing the entire problem of urban decay. Programs for slum 
prevention, for rehabilitation of existing houses and neigh- 
borhoods and for demolition of wornout structures must 
advance along a broad; unified front to accomplish the re- 
newal of our towns and cities. This approach must be vigor- 
ously carried out in the localities themselves, and will require 
local solutions which vary widely from city to city.” 

To do this it recommended a seven-point plan: 


1. Title I redevelopment loans and grants should be 
“broadened” to cover rehabilitation and conservation as well 
as total demolition. 


2. An Urban Renewal Administration with parallel pres- 
tige and power to FHA and PHA (see p. 2) should be cre- 
ated to run the beefed-up program in place of the HHFA 
Division of Slum Clearance and Urban Redevelopment. The 
Renewal Administration should have an “urban renewal ser- 
vice” to provide technical and professional aid to cities in de- 
veloping all ways of fighting urban decay. 


3. To spur local efforts to fight blight, the present basis of 
geographical allocation of funds should be altered to make a 
third of the capital grant funds available to cities showing the 
“highest level of performance in a positive, overall attack on 
urban decay.” A $5 million fund should be set aside from 
Title I grant authorizations to test new techniques in slum 
prevention and cure. The fund should be doled out on the 
usual two-thirds grant basis, but without the restrictions ap- 
plicable to other loans and grant funds. To help smaller 
communities and to stimulate regional planning now ham- 
pered by political subdivision of metropolitan areas, the 
federal government should make matching grants to state or 
region planning agencies to cover the cost of technical 
assistance. 


4. Long term FHA financing, under a new Sec. 220, should 
be made available in renewal areas on terms just as favorable 
as those anywhere else—and for both new and reconditioned 
housing. For multi-family housing in urban redevelopment 
and rehabilitation areas, the FHA commissioner could insure 
loans on terms and conditions acceptable to him. The maxi- 
mum loan should be 90% of the value, or $2,500 per room, 
or $2,700 per room for fireproof, elevator buildings. To make 
property eligible for Sec. 220 insurance, the neighborhood 
where it lies would have to be designated by the local legis- 
lative body as an urban redevelopment or rehabilitation area. 


5. To be eligible for grants for redevelopment or rehabili- 
tation, a locality would have to present a “workable program” 
to attack urban decay and prevent its spread through sound 
planning, law enforcement, and repair of salvageable build- 
ings. In response to pressure from the committee’s public 
housers, the committee noted that Sec. 220 should set maxi- 
mum rents on rehabilitated units of structures of 12 or more 
units. (Such procedure already applies to big FHA rental 
projects.) A committee minority wanted rent control to cover 
all rehabilitated structures including single family homes, but 
they were outvoted. 


6. A “broadly representative” private group should be 
formed outside the government with either congressional or 
presidential sponsorship to mobilize public support for slum 
prevention, neighborhood conservation and redevelopment. 
The committee urged the group to promote exposés of slum 
landlords and failure of cities to enforce their health and 
housing codes. Such exposés, as the one by the Chicago Daily 
News demonstrated (H&H, ’53, News) “can be important first 
steps in activating public opinion in support of effective slum 
prevention in urban renewal programs,” committee held. 


7. Before a city could get public housing, redevelopment 
grants, or qualify for FHA loans in rehabilitation areas, the 
Urban Renewal Administration would have to certify that the 
city had come up with a strong enforcement program to attack 
slums. Nowhere did the report say so, but the implication was 
clear: the Republican housers did not trust the Public Hous- 
ing Administration to judge that impartially. 

Explained the urban renewal subcommittee: “What we 
hope we are doing is to help the cities help themselves.” Exist- 
ing law only requires that cities submit a proposed master 
plan of slum clearance projects. It has been interpreted so 
loosely that although New York has no master plan it has 
managed to get 30% of the total treasury handouts for rede- 
velopment so far. Last summer, HHFA demanded cities 
meet a sterner test. It asked for detailed information on city 
enforcement of building, health and safety codes as a pre- 
requisite to further urban redevelopment grants. Since the 
order was issued, HHFA has kept mum about whether it is 
actually enforcing it. 

Now, Cole and his aides were suggesting writing such re- 
quirements into law. Unfortunately, the proposal might have 
rough sledding in Congress. Until now, it has been pretty 
much up to the federal housing boss to decide whether or 
not a city deserved federal help. Congressmen left it that way 
on purpose when they wrote the existing law. If they got too 
specific, the minimum requirements might bar cities in their 
own states or political districts from aid. In a sense, this 
conflict embodied the struggle of our times: self-help or 
reliance on a paternalistic, big-brother government. 

The urban renewal subcommittee, headed by Baltimore 
Mortgage Banker James Rouse, minced no words about slums: 
“Above all else, they are the product of neglect by our city 
governments.” But, as the committee pointed out, “If we are 
sincere and realistic about eliminating urban blight, we must 
get at the causes as well as the symptoms of the trouble.” 

It went on: “The fact is that our cities are caught in a 
descending spiral which leads to widespread municipal in- 
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WRITING REPORT: left, George Bliss, Alex- 
ander Summer and James Rouse; right, 
Rodney Lockwood and Miles L. Colean. 


solvency. The accumulated and continuing spread of blight 
eats away at the assessable base of the cities. As the blight 
spreads, it is inevitably followed by crime, fire, disease, and 
delinquency. Thus, does the need for city services increase. 
But the city’s ability to meet the increased budget is automati- 
cally impaired by the very blight that creates the demand. 
More blight, more demand for services, less revenues to meet 
the demand—that is the downward spiral in American cities. 
Most often the cities with the greatest slum problem have the 
least capacity to deal with it. Hence, the call for federal aid.” 

The committee put its views bluntly: “There is no justifica- 
tion for federal assistance except to cities which will face up 
to the whole process of urban decay and undertake long- 
range programs.” The programs should prevent the spread of 
blight by strict enforcement of housing and occupancy 
standards, rejuvenate areas worth saving by removing con- 
gestion and adverse uses, adding parks and playgrounds, re- 
organizing streets and traffic and both “compelling and encour- 
aging physical rehabilitation of all structures worth saving. 

“The job will be neither cheap nor easy. There is no simple 
dramatic solution, There must be well planned and well or- 
ganized action, using all the tools. . . . No one tool will do the 
job. Each is absolutely essential to the effectiveness of the 
other.” 


While endorsing rehabilitation, the committee noted “the 
performance to date has not been in scale with the enthu- 
siasm.” It admitted “extensive apprehension that the surging 
enthusiasm for this new approach to slum elimination might 
result in poorly planned and poorly organized programs which, 
while achieving only superficial results, would divert attention 
from the serious business of real slum clearance and preven- 
tion.” 

While insisting that grants for renewal projects should be 
made only to cities which launch “two-fisted occupancy code 
enforcement campaigns in the demolition areas,” it also took 
note of the relocation problems. Families displaced by any 
public improvement or rooted out from illegal overcrowding 
by law enforcement should get preference for public housing 
and for low-priced homes under the proposed 40-year, nothing 
down FHA Sec. 221. 


Of minority housing, it said: “Too often the opportunities of 
minority group family to obtain adequate housing are ex- 
tremely limited or non-existent. Too often, the workings of 
our free economy do not provide solutions that benefit minori- 
ties.” The committee called for “changes in the attitude of 
private investors” who now show little interest in lending on 
minority housing even when it is backed by a FHA or VA 
guarantee. But the committee recognized the awful truth that 
solving minority housing problems first requires the nation to 
face down much of today’s racial prejudice. Said the report: 
“Legislation alone cannot provide needed sites, a flow of 
mortgage funds, needed new construction, nor a solution of 
neighborhood and related problems.” 
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WHITE HOUSE review of housing rec- 
ommendations began as _ President 
Eisenhower met with GOP legislative 
leaders. Left to right: Sen. William 
F. Knowland, Calif., Senate majority 
leader; Eisenhower; House Speaker 
Joseph F. Martin of Mass.; and Rep. 
Jesse P. Wolcott, chairman of the 
House banking committee which 
writes housing laws. 


To even the flow of mortgage funds: 
flexible VA, FHA interest and a new mortgage bank 


Without mortgage money, the far-reaching improvements for 
federal aid to housing that the Presidental committee suggested 
could not work. To keep money flowing, the committee com- 
promised, after a bitter fight, on these plans: 

1. A new National Mortgage Marketing Corp., federally 
chartered but privately financed, to provide a secondary market 
facility for FHA and VA loans. Its initial stock of $50 million 
would be subscribed by lenders eligible to use its services. At 
the end of 90 days, the Federal Home Loan Banks will put up 
any deficiency to make up the $50 million. The initial stock 
would be retired from earnings and sale of stock to partici- 
pating institutions. The corporation also could sell debentures 
to the public up to 12 times its stock and surplus, but these 
would carry no federal guarantee. The corporation would take 
over and gradually sell off the $2.? billion portfolio of Fed- 
eral National Mortgage Assn., which would shut up shop. On 
the theory that the new secondary market corporation should 
have a built-in roadblock to becoming a dumping ground (like 
Fanny May) for unwanted mortgage paper, the committee 
would make institutions selling mortgages to the National 
Mortgage Marketing Corp. maintain stock holdings equal to 
4% of the unpaid balance of their mortgages in the NMMC. 
The corporation would come under supervision of a new five 
man board, which would also run the Federal Home Loan Bank 
System and the Federal Savings and Loan Insurance Corp. 

2. To keep interest rates on FHA and VA mortgages in bet- 
ter step with the fluctuating money market, a committee of 
government officials would take over from Congress the actual 
setting of FHA and VA rates, They would be limited to a 
ceiling of 244% above the going average yield on outstanding 
government obligations of 15 years or more. The committee, 
meeting periodically, also would fix permissible fees and 
‘charges for originating VA and FHA loans, and set the interest 
rate on debentures. At present, the law limits FHA to 5% 
jinterest and VA to 444%. Both are fixed administratively at 
Ave, but FHA has an additional 14% insurance premium. 

}, Labor and public housing groups could be counted on to 
aty to wreck the interest rate proposal. Yet without it FHA 
jand VA programs would still be left like a boat anchored on 
70° Short a line—in danger of going aground when the tide 
»f funds seeking investment runs out, as it periodically does. 
3uilders and lenders would have to hammer hard on the sim- 
wie explanation of how little per month a 14% boost in interest 
jgosts a homebuyer (about $2.41 on a 30 year, $8,000 mort- 
age) if they expected to get the plan through Congress. 
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The plan for the National Mortgage Marketing Corp. faced 
stiff attacks from the industry itself. Almost everybody agreed 
a better secondary market facility was essential, but bankers, 
homebuilders and savings and loan interests began scrapping 
over the details the moment the report was made public. 

NAHB said flatly the plan would not work. The reasons were 
spelled out in a 17-page minority report written by First Vice 
President R. G. Hughes, a member of the housing committee. 
He argued that private capital would not flow into the National 
Mortgage Marketing Corp. fast enough to make it a going 
concern without a painful gap, perhaps two years, Moreover, 
he maintained (as did public housers) that government pump 
priming would be necessary to get FHA’s new Secs. 220 and 
221 started, while private lenders wait as usual to see if the 
program is sound enough to suit them. Said Hughes: “I am 
firmly of the opinion that the [plan] cannot result in a facility 
that would perform its intended functions . . . It will only serve 
to reduce the volume of mortgage lending, to lean towards in- 
creases of down payments, to shorten mortgage maturities, and 
have a tendency to increase interest rates.” He doubted the 
corporation’s ability to peddle debentures “at appropriate 
prices” without government backing. Instead of a new cor- 
poration under home loan auspices, Hughes held, Fanny May 
should remain independent under HHFA and use its existing 
authority to sell securities to the public to raise funds for lend- 
ing without resorting to the Treasury. He noted that Fanny 
May offered two public issues of five year notes in 1938; both 
were oversubscribed, at 2% and 154%. Moreover, said Hughes, 
Fanny May could now pay back the $21 million the Treasury 
originally provided, and still stay in business with $40 million 
capital, accumulated outs of its earnings. Hughes thought the 
4% stock ownership requirement was too severe. He proposed 
only 2% stock-holding requirement to penalize users of the 
quasi-public secondary market. 

From another source close to the picture, House & Home got 
this authoritative explanation: “Homebuilders are fearful the 
home loan bank crowd would choke the central bank to death. 
The truth of the matter is that nobody else trusts the building 
and loan people, because they don’t‘like government in hous- 
ing.” Choking the secondary mortgage facility would be 
relatively simple. One way: issue no forward commitments. 
Moreover, if VA and FHA loans continued to sell only at big 
discounts such as still prevailed in the Southwest and West, the 
added requirement of tying up 4% capital in stock in the cor- 
poration would put tight brakes on use of the mechanism. 
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Will Congress enact the program? 


The most vital parts face an uphill fight because of politic: 


The housing report will have to run a tough obstacle course 
before it emerges as enacted legislation. HHFAdministrator 
Cole, who served three terms in the House of Representa- 
tives, knows this just as well as the White House does. The 
fact that the whole subject of housing is shot through with 
politics was undoubtedly one of the reasons why Cole took 
public note, before the report was issued, that he would feel 
free to urge the President to reject any of it he did not like. 
After it was issued, he said: “I heartily endorse most of the 
proposals, but I must say that I don’t agree with some of 
them.” 


After the final report was delivered to the White House, 
Eisenhower sat down with his Congressional leaders to discuss 
it—at the first session to hammer out the Republican program 
on which Ike says his administration will stand or fall. 


Housing is a particularly powerful political issue at the 
local level. And 1954 is an election year of local races, with 
no national candidates in the field to obscure issues that have 
a local impact. Many candidates for the House and Senate 
may be judged by voters on the basis of their voting record 
on housing issues. 


That atmosphere immediately raised great question whether 
Cole would advise the President to present to Congress one of 
the report’s keystone recommendations: set up a board of 
government officials to keep FHA and VA mortgage interest 
rates flexible, with a ceiling of 242% above the going yield 
on long-term government bonds. Such political dynamite 
would not be popular with men running for re-election. Said 
Rep. William H. Ayres (R, Ohio), an increasingly-powerful 
member of the House veterans’ affairs committee: “I think 
they ought to leave the VA interest rate alone for the time 
being. I would be opposed to raising it or giving a board 
discretionary power to do so by formula or any other device. 
I think the committee will reject this proposal.” Ayres con- 
tended the question could not be maneuvered around the vet- 
erans committee. 


As House & Home observed in a November story which ac- 
curately and exclusively forecast much of the housing recom- 
mendations, introducing more flexibility into VA and FHA 
interest rates would stabilize the flow of money into govern- 
ment-backed mortgages, and thus ultimately help reduce the 
price of houses. But public understanding of the fact was not 
wide enough to seem persuasive to politicians. The American 
Legion, whose housing chairman Tom Moses was a member 
of the President’s committee, seemed to understand the prob- 
lem. But the Veterans of Foreign Wars last year passed an 
angry resolution demanding a return to 4% GI loans. If the 
homebuilding industry hoped to persuade Congress to take 
the political shackles off VA and FHA interest rates, some 
fast spadework at the grass roots was in order. 


On some other aspects of the housing report, Congressman 
Ayres’ views looked more encouraging to the industry. He 
said he favored letting FHA take over processing of VA 
home loan applications to “cut down some of the red tape.” 
He also agreed a mandatory warranty fo FHA and VA homes 
was unnecessary. 


Among other key men in Congress, Rep. Jesse P. Wolcott 


SUPPLEMENT JANUARY 1954 


(R, Mich.), chairman of the House banking committee whicl 
writes housing laws, expressed particular enthusiasm for th 
two year trial of 40-year, no down payment loans for low 
income families, seeing in it a hope that private enterpris 
can take over the market now served by public housing, whicl 
he detests. Chairman Homer E. Capehart (R, Ind.) of th 
Senate banking committee—a conservative of unpredictabl 
enthusiasms such as the stand-by control bill he championec 
last year—gave newsmen ominous statements. Said he 
“Housing will be the only controversial matter before th 
committee.” And more ominous: “Much of the housing pro 
gram will be written by Congress [after] extensive hearings.’ 


Fortunately, in a House and Senate so evenly divided or 
party lines, Republicans apparently could count on consider 
able Democratic help in pushing through their cellar-to-atti 
overhaul of housing legislation. Said Sen. William Fulbrigh 
(D, Ark.), a member of the banking committee: “It’s a fairly 
well rounded program and I can support it.” Sen. A. S. Mik 
Monroney (D, Okla.), who is a close friend of ex-NAHE 
President Bill Atkinson, said he “liked” most of the recommen 
dations, particularly the ones to encourage rehabilitation anc 
slum redevelopment. But both he and Fulbright doubtec 
whether the proposed central mortgage bank would work. 


A new law by June—if all goes well 


After President Eisenhower sends his housing proposals tc 
Congress early this month, Chairmen Capehart and Wolcot 
presumably will follow the usual course of introducing identi 
cal administration bills. But it will be a hard law to draft 
and just writing it will probably take until mid-January. I 
will probably be mid-February before hearings begin. Ai 
the usual pace of legislative action, that means it will be June 
before a new law will emerge. That will be too late to have 
much effect on this year’s private housebuilding. 

Despite the certainty of fights over how many public 
housing units should be built, over the interest rate and ove 
the central mortgage bank, first reactions to the report indi. 
cated it would get at least some support from nearly every 
segment of the housing industry—public and private housers 
alike. NAHB President Manny Spiegel called the program 
“bold, progressive, visionary, practical,” adding “we see little 
in the report to which any group can object...” If Congres: 
enacts the broad housing program, he said, and if there is 
enough mortgage money, builders should be able, in effect. 
to double production (1 million new homes plus 250,000 new: 
conditioned, trade-in homes, plus 750,000 units “under pro 
grams of law enforcement and urban redevelopment.”). 

AIA President Clair Ditchy said: “The committee as é 
whole did a thorough job and showed a broad understandin; 
of many of the problems involved.” He added (noting tha 
his comments should not be taken as “all-inclusive or studied”: 
that “it seems to me the committee does not believe in — 
long-range public housing program. However, they do recog 
nize the importance of relocation, especially of minority 
groups, which is an essential part of slum clearance.” 

He endorsed the recommendation that public housing F 
built at lower densities and be given a less institutional cha! | 
acter. But he opposed the 40 year, nothing down experimen _ i 


and aggressive program to stimulate a much needed housing 
boom aimed primarily at the low and moderate income family 
market.” He criticized the 40 year, nothing down FHA trial 
program “because the proposed limits are too low to facilitate 
large scale building at good standards and tends to miss the 
core of the relatively untapped market.” 

All in all, housing would go before Congress in an atmos- 
phere where almost anything could happen. Some observers 
even suggested the Democrats would be smart to let everything 
go through—to establish the framework for more federal inter- 
vention. The theory: when Democrats get back in power, 
the tools would be ready to give the federal government even 


| 
“The Institute feels strongly that no one should be allowed 
f to purchase a house without equity in it.” 
President Oliver C. Winston of the National Assn. of Hous- 
| wwling and Redevelopment Officials praised the broad scope of 
ommthe recommendations. Said he: “No housing program can 
rena, be successful unless it is comprehensive, and this, it seems to 
r. «me, is the essence of the committee’s report. . Most 
leagencouraging of all is the hope that this report will pave the 
Joseiway for a stabilized housing policy . . . that will permit locali- 
Jesstties to plan several years in advance to improve housing 
a, conditions.” NAREB President Charles Shattuck called the 
housing report “on the whole . . . constructive,” but he noted 


“our industry does not approve it in every respect.” To him, 
the proposed secondary mortgage corporation was only “a step 


To in the right direction.” 


The CIO, which has consistently opposed aids to private 
housing, found much to criticise in the report. Housing Com- 
mittee Chairman James G. Thimmes, who was also a member 
of the President’s committee, insisted “the recommendations 

Withean do no more than set the stage for a much more pointed 
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patin; order to carry out its detailed studies 


to ththe government’s housing policies and 
woulegtams, the advisory committee set up 
Seer .i subcommittees. The work of these 
era] PcOmmittees was coordinated by the 
the tpcutive committee. The conclusions and 
Dave sommendations of the several subcom- 
Fannttees were reviewed, and in some cases 
wouledified, by the full advisory committee. 
Mort2® recommendations below are those 


4% ally adopted by the advisory committee. 
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'Vhat the report actually says 
—a summary of the recommendations 


Statement of basic policy 


It is the conviction of this committee that 
the constant improvement of the living 
conditions of all the people is best accom- 
plished under a strong, free, competitive 
economy ; that every action taken by gov- 
ernment in respect to housing should be 
for the purpose of facilitating the opera- 
tion of that economy to provide adequate 
housing for all the people, to meet de- 


more sweeping control over housing. Thus, the secondary 
market could be taken over lock, stock and barrel; the interest 
rate formula could be reshuffled to dictate harsh terms to 
lenders; FHA insurance could be liberalized still more. 
Fortunately, such Machiaevellians were a minority. Most 
of the industry apparently agreed with Administrator Cole 
who said: “I believe this report will prove to be an outstand- 
ing contribution to the progress and improvement of housing.” 


mands for new building, to assure the 
maintenance, restoration and utilization 
of the existing stock of housing, and the 
elimination of conditions that create haz- 
ards to public safety and welfare and to 
the economic health of our communities ; 
and that only those measures that prove 
to be successful in meeting these objec- 
tives should be continued. 


*ys*scommendations designed to provide special aids to local communities and to property owners 


‘er st encourage the conservation and renewal of decaying neighborhoods 


goveri 

setting 

“The program of federal loans and grants 
{blished by Title I of the Housing Act of 
ay des should be broadened. It should provide 
meetinstance to communities for rehabilitation and 
‘chargeservation of areas worth saving as well as 
rate 0; the clearance and redevelopment of worn- 
_areas. It should make federal loans and 
i its available for well-planned neighborhood 
a*/2, Plects at any stage of the urban renewal 
h lLabcess provided they will clear blight and 
aity to lish sound, healthy neighborhoods, 


-ceilin 


interes 


Jand V/n urban renewal fund should be estab- 
700. shod to provide both loans and grants to local 
orf fundnunities for urban renewal. The size of 
: fund should be sufficient to permit neces- 
pp uilder: advance planning and it should be aug- 
wile expleq yearly in such amounts as the adminis- 
]a:osts a on and the Congress may determine. The 
age) if funds presently authorized and unused 
r Title I of the Housing Act of 1949 


should be transferred to the urban renewal 
fund. The studies of the committee indicate 
that they are adequate to cover requirements 
for at least the next fiscal year. Additions to 
the fund should be made yearly in such 
amounts as the administration and the Congress 
may determine, taking into consideration the 
capacity of the program and the financial 
ability of the federal government to provide 
the necessary funds. 

3. To provide technical and professional assist- 
ance to communities, at their request, for the 
planning and development of programs for urban 
renewal, an urban renewal service should be 
established in the Urban Renewal Administra- 
tion (a proposed new constituent of the Housing 
and Home Finance Agency, which will be de- 
scribed later in this report). 


4. To encourage more effective action among the 
cities in facing up to their problems of blight, 


the present basis for geographical allocation of 
funds should be modified to make one-third of 
the capital grant funds available to those cities 
showing the highest level of performance in a 
positive over-all attack on urban decay. 

5. A special fund of $5 million should be set 
aside from the presently authorized funds for 
grants under Title I of the Housing Act of 1949 
to be used in testing, developing, and reporting 
slum-prevention and slum-elimination techniques 
in American communities. Expenditures from 
this fund should be on a two-thirds grant basis 
but should be made available to communities 
without regard to the restrictions imposed on 
other loan and grant funds. Lessons learned 
through this activity will be of great value to 
other cities and to the federal government in 
the refinement and improvement of the urban 
renewal program. 

6. To help the smaller communities and to stim- 
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ulate planning and action on a metropolitan area 
basis, grants are recommended on a matching 
basis to state or metropolitan area governmental 
planning agencies to cover the cost of technical 
assistance. 


7. The Federal Housing Administration should 
be authorized to insure the private financing of 
dwellings in urban renewal areas. To carry out 
this recommendation the committee urges that 
Title II of the National Housing Act be 
amended by the addition of a new Section 220 
which would empower the Federal Housing 
Commissioner to insure loans on liberal terms 
for the rehabilitation of existing properties and 
for the construction of new dwellings in desig- 
nated renewal areas, provided the local commu- 
nity has taken appropriate action and presented 
evidence that it has developed a workable pro- 
gram to attack the problem of urban decay. The 
committee agrees that unreasonable rent in- 
creases ought not to follovr rehabilitation. The 
Section 220 proposal contemplates the establish- 
ment of maximum rents for structures of 12 or 
more units. This control would follow the same 
procedures now used by the Federal Housing 
Administration in its large-scale rental housing 
program. A substantial minority felt that simi- 
lar provision should be made to cover all re- 
habilitated structures including single-family 
homes. 


8. To see to it that federal assistance is related 
to local programs which actually face up to the 
local problems, the committee recommends that 
extension of federal financial assistance and the 
insurance of mortgages in urban renewal areas 
be conditioned upon the submission by the local 
communities of a workable program to attack 
the problem of urban decay. 


The same type of evidence should be presented 
by the community before federal assistance is 
granted for low-rent subsidized housing. Deter- 
minations regarding compliance with the require- 
ments should be made by the Housing and Home 
Finance Administrator on the advice and rec- 
ommendation of the Urban Renewal Adminis- 
tration, in order that all federal action, be it in 
the form of loans, grants or mortgage insurance 
in urban renewal areas, can be closely coordi- 
nated in the interest of both the local com- 
munity and the federal government. 


9. A broadly representative private organization 
should be formed outside the federal government 
with Congressional and/or Presidential sponsor- 
ship to mobilize public opinion in support of 
vigorous action by the communities in slum pre- 
vention, neighborhood conservation and other 
urban renewal activities. There is a need for 
vigorous and responsible leadership on a national 
scale to promote the type of integrated urban 
renewal program that is recommended. Such 
an undertaking should not be a direct activity of 
the federal government but rather should be car- 
ried out by a private organization which will 
bring together top leaders in business and labor, 
trade, civic and religious organizations. 


10. The committee urges that this private na- 
tional organization encourage inquiries into the 
ownership and operation of slum property and 
the failure of cities to compel compliance with 
their health and housing codes. Such inquiries 
into the nature of the slum problem and some 
of its principal causes can be important first 
steps in activating public opinion in support of 
effective slum prevention and urban renewal 
programs. 
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- + « to maintain and improve the existing housing supply 


1. The minimum down payments and maximum 
amortization periods recommended elsewhere in 
the report for Section 203 of the National 
Housing Act should be made available to both 
existing and new homes. The adoption of this 
recommendation will put good used housing 
within the financial reach of more families. 


2. Title I of the National Housing Act should 
be amended to permit Class I(a) loans to 
finance the modernization or repair of existing 
structures up to a maximum amount of $3,000 
with a maximum term of five years. This 
recommendation is designed to permit somewhat 
larger character loans for a longer amortization 
period to encourage the modernization of single- 
family homes. 


3. With respect to the insurance of Class I(b) 
loans for the modernization, repair or conver- 
sion of residential structures which is now au- 
thorized under Title I of the National Housing 
Act, the committee recommends two changes. 
First, for those structures which are designed 
for the use of two to four families the present 
$10,000 loan limitation should be retained but 
the maximum term of the loan should be 
increased to ten years. Second, for the re- 
habilitation of larger properties designed to 
accommodate more than four families, it is 


recommended that insurance of loans be auth 
ized up to a maximum of $10,000 per struct 
or $1,500 per unit, whichever is greater, | 
have a maximum term of ten years. 


4. The Federal Housing Administration sho 
utilize every available administrative control 
assure that home owners are protected agai 
possible losses from irresponsible parties uti 
ing the modernization program under Title | 
the National Housing Act. 


5. The National Housing Act should be amen 
to permit the Federal Housing Administrat 
to include an open-end clause in its insura 
contracts. Although it is recognized that th 
are some legal difficulties in this recommen 
tion, it is the opinion of the committee t 
wherever state laws permit, the Federal Hous 
Administration should authorize open-end m« 
gages, provided advances of funds under s 
mortgages are used exclusively for repa 
improvements, enlargements, modernization 
permanent additions to the realty. 


6. Appropriate administrative steps should 
taken by the Federal Housing Commissione: 
permit wider use of the trade-in house progt 
as a means of upgrading the existing invent 
of housing. 


- - . to encourage private building activity 


1. Section 203 of the National Housing Act 
should be amended to provide Federal Housing 
Administration insurance of mortgage loans on 
one- to four-family homes of 95% of the first 
$8,000 of the value and 75% of the excess with an 
increase in mortgage ceilings to $20,000 for one- 
and two-family dwellings, $27,500 for three- 
family dwellings, and $35,000 for four-family 
dwellings. 


2. The maximum term for all home mortgages 
insured under Section 203 of the National 
Housing Act should be increased to 30 years. 


3. For multifamily rental housing under Sec- 
tion 207 of the National Housing Act, the 
upper mortgage limit of $10,000 per unit should 
be removed and the maximum mortgage should 
be determined by applying $2,000 per room or 
80% of value, whichever is less, with $2,400 per 
room for fire-resistant or fireproof elevator 
structures. For projects having an average of 
less than four rooms the $7,200 maximum mort- 
gage should be retained. 


4. Section 207 of the National Housing Act 
should be amended to clarify the authority of 
the Federal Housing Administration to insure 
loans up to 90% of value but not in excess of 
$7,200 on projects where the average number 
of bedrooms is not less than two per unit. 


5. Mortgage ceilings for cooperative housing 
projects under Section 213 of the National 
Housing Act should be modified to provide 
$2,250 per room if there are four or more rooms 
per unit; $2,700 per room for fire-resistant or 
fireproof elevator structures; $8,100 per unit for 
projects averaging less than four rooms per unit. 
But in no case should these amounts be in 


excess of 90% of cost. For projects with m 
than 50% veteran participation the mortg: 
ceilings should be increased appropriately 
allow for the 95% mortgage which is availa 
to them. 


6. The term of all Federal Housing Admir 
tration debentures issued in settlement of fo 
closure claims should be ten years from date 
issue. 


7. The privilege of using Federal Housing / 
ministration debentures in payment of insurat 
premiums should be continued without chan 


8. Title I Section 8 of the National Housing J 
should be repealed and a similar program sho’ 
be set up in Section 203. The maximum ins 
able mortgage should be increased from $5,/ 
to $6,000. In addition, the Federal Hous 
Commissioner should be authorized to permi 
service charge on such loans. 


9. The Federal Housing Administration sho 
be provided with a single, revolving insura 
authorization to cover all mortgage insura' 
operations. During any fiscal year the t¢ 
authorization should not exceed the sum of ¢ 
standing balances of insured mortgages in fe! 
and outstanding commitments as of the beg 
ning of the fiscal year plus $3 billion. - 


10. The group accounts now maintained ur 
the mutual mortgage insurance system ur 
Section 203 of the National Housing Act sh 
be merged into a single insurance fund. , 


11. An objective and independent long-ré 
study of prospective foreclosure and loss i 
perience of the Federal Housing Adminisi 
tion’s insurance programs should be made 


An objective and independent long-range 
dy of probable losses on Veterans Adminis- 
tion guaranteed loans should be made. 


The Federal Housing Administration and 
: Veterans Administration should consider 
_)viding special assistance to mortgagees in 
all communities in the preparation of appli- 
ions for the insurance or guaranty of loans. 


The Veterans Administration should seek 
vice of lending institutions in revising and 
aplifying its regulations, and committees of 
iders should be formed to place applications 
t Veterans Administration direct loans with 
ivate lenders wherever practicable. 


, Congress and the appropriations committees 
ould be urged to return to the principles of 
iblic Law 387, 81st Congress, or to develop 
other formula designed to achieve the objec- 
e of flexibility in the operating expense 
dget of the Federal Housing Administration. 
.e Federal Housing Administration would be 
e to operate much more efficiently if the 


annual amounts it was authorized to spend for 
administrative expenses were based on a per- 
centage of income rather than a fixed-dollar 
ceiling. 


16. The Federal Housing Administration insur- 
ance contracts should be standardized to provide 
for an allowance to the mortgagee of $75 or 
two-thirds of actual approved foreclosure costs, 
whichever is the greater. 


17. The committee recommends against the adop- 
tion of a mandatory builder’s warranty in con- 
nection with government insured or guaranteed 
home mortgage financing. This conclusion was 
reached after thorough review of the present 
positive procedures of the Federal Housing Ad- 
ministration and the Veterans Administration 
which, in the opinion of the committee, are now 
effectively handling justified complaints of home 
owners who have acquired defective housing. 
The committee believes that the objective of the 
mandatory builder’s warranty, with which it is 
in full accord, can be better attained under the 


present administrative procedures of the two 
agencies rather than through a mandatory re- 
quirement. A minority of the committee dis- 
agreed with this conclusion. 


18. The Treasury Department and the appro- 
priate Congressional committees should be re- 
quested to study whether there are tax inequi- 
ties which deter private investment in rental 
housing, and, based on such findings, appro- 
priate action should be taken. The committee 
is impressed with the need for such an inquiry. 
However, since the committee had neither the 
time nor the competence to carry out a study 
of this kind, it recommends that it be under- 
taken by the Treasury Department. 


19. A close relationship should be established 
between housing and defense officials and when 
defense criteria affecting urban vulnerability 
are established, studies should be made of all 
housing programs to insure conformance. 
Additional legislation should be proposed if 
necessary. 


. . to facilitate the free operation of the mortgage market and to make savings available for 


ome financing in all parts of the country and for all types of housing 


Legislation should be enacted to create a 
ondary mortgage market facility to be known 
ithe National Mortgage Marketing Corpora- 
p The committee recommends that such a 
tporation be federally chartered, with its 
tial stock of $50 million to be subscribed by 
iders eligible to use its facilities. At the end 
°90 days the Federal Home Loan Banks will 
bscribe an amount necessary to achieve an 
gregate subscription of $50 million. The 
itial stock would be retired from earnings and 
@ sale of stock to participating institutions. 
‘fe corporation would be authorized to issue 
ibentures on the private market and without 
Bevermenta guarantee up to twelve times 
amount of its stock and surplus but in no 
‘ent in an amount exceeding the unpaid bal- 
ce of FHA insured and VA guaranteed mort- 
ges which it holds. It is expected that the 
fporation would purchase and sell only those 
jrtgages for which a normal market exists. 
stitutions selling mortgages to the corporation 
suld be required to maintain at all times stock 
not more than 4% of the unpaid balance of 
tir mortgages held by the corporation. It is 
ieved that a corporation of this type can be 
‘cessfully established without government 
ids and government guaranties, that it can 
cessfully raise its own funds in the private 
tket, and that it can fulfill an unmet need by 
_ ilitating the flow of long-term savings into 
nd programs and areas of the country where 
pp investment funds are not available in ade- 
te supply. It is further recommended that 
‘Home Loan Bank Board be abolished and 
If a broadly representative five-man board be 
sted to supervise the Federal Home Loan 
t k System, the Federal Savings and Loan 
_ trance Corporation, and the National Mort- 
> Marketing Corporation. 
' substantial minority of the Committee has 
zreed with certain aspects of the National 


Mortgage Marketing Corporation as recom- 
mended by the majority. Those who differ with 
the proposal believe that the Treasury should 
have authority to guarantee limited amounts of 
the debentures of the corporation, as necessary, 
to enable the corporation to support the pro- 
posed new programs for insurance of mortgages 
in urban renewal areas and for the insurance 
of long-term, small down payment loans to low- 
income families. They believe, also, that the 
corporation should not be capitalized with funds 
subscribed by the Federal Home Loan Banks 
but rather by the temporary utilization of funds 
to be transferred from the Federal National 
Mortgage Association and thereafter retired 
from the proceeds of stock subscription pur- 
chased by participating institutions. In addition, 
the corporation should be authorized to make 
loans on the security of insured and guaranteed 
mortgages. Although the majority report did 
not prohibit the granting of advance commit- 
ments by the corporations, the minority desired 
to have this authority made explicit. The 
minority also believed that the minimum stock 
investment of financial institutions selling mort- 
gages to the corporation should be 2% of the 
unpaid balances of mortgages held by the cor- 
poration rather than the 4% figure contem- 
plated by the majority. The minority, moreover, 
did not believe that the new National Mortgage 
Marketing Corporation should be administered 
by the same board which would also be in 
charge of supervising the Federal Home Loan 
Bank System. 


2. Legislation should be enacted to create a 
committee of informed government officials to 
review and set from time to time the ceiling 
interest rate on FHA insured and VA guaran- 
teed mortgage loans. This committee would 
also be responsible for establishing the permis- 
sible charges which may be made for the ex- 


pense of originating FHA insured and VA 
guaranteed mortgages and the rate of interest 
on debentures issued by the FHA-in settlement 
of foreclosure claims. The interest rate on the 
debentures would be set at the time the mort- 
gage is insured and at a rate not higher than 
the current average yield on all outstanding 
marketable obligations of the United States 
government having a remaining maturity of 
fifteen years or more. The established ceiling 
interest rates on FHA insured and VA guar- 
anteed loans, referred to above, should not 
exceed by more than 2%4 percentage points the 
current average yield on obligations of the 
United States government having a remaining 
maturity of fifteen years or more. 


3. The regulations of the Federal Housing Ad- 
ministration and the Veterans Administration 
should be amended to permit and encourage 
lenders to participate in the origination and 
purchase of individual mortgages. Appropriate 
amendments should also be made to federal and 
state laws to permit purchase of such participa- 
tions by financial institutions. If these changes 
are made there will be a considerable increase 
in the flow of mortgage funds to small com- 
munities where it is now difficult to sell mort- 
gages to large investment institutions. 


4. The Federal Housing Commissioner should 
be authorized to permit a service charge to 
compensate lenders for the additional cost of 
making and seryicing loans in small communi- 
ties. This recommendation is designed to facili- 
tate the flow of mortgage funds to small 
communities. 


5. The Housing and Home Finance Adminis- 
trator should study proposals for the estab- 
lishment of a cooperative housing mortgage 
corporation to assist in the production and 
financing of cooperative housing projects. 
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... to provide housing for low-income families 


1. For an experimental period of two years, the 
Federal Housing Administration should be 
authorized to insure 40-year, 100% loans up to 
$7,600 per dwelling unit or up to $8,600 per 
dwelling unit in high-cost areas as determined 
by the Federal Housing Commissioner. This 
special mortgage insurance program, proposed 
as a new Section 221 of the National Housing 
Act, is designed to meet the housing require- 
ments of low-income families as determined by 
the Federal Housing Commissioner. Purchasers 
under this program should be required to make 
a minimum cash payment of $200 including 
amounts to cover settlement costs and initial 
payments for taxes, hazard insurance and simi- 
lar prepaid expenses. The Federal Housing 
Administration should be authorized to issue 
commitments to builders, or owners of rental 
houses, up to 85% of value with provision for 
the conversion of the temporary loan into. a 
permanent loan up to 100% of value upon sale 
to qualified owner-occupant purchasers. It is 
expected that with this authority it will be 
possible for sponsors to construct, purchase or 
rehabilitate modest houses of the type contem- 
plated in this recommendation, to be rented 
under a lease-purchase contract to low-income 
families who are not able to qualify under 
Federal Housing Administration credit stand- 
ards. Such families should be given an oppor- 
tunity to purchase their homes when their 
incomes increase sufficiently to enable them to 
meet normal credit standards. In the adminis- 
tration of this program, preference should be 
given to extending these liberal terms to fami- 
lies displaced by public housing, urban renewal 
or various demolition programs. A separate 
insurance fund should be established for the 
protection of mortgages insured under Section 
221 with a proviso that there may be no trans- 
fer of assets between this fund and other FHA 
mortgage insurance funds. 
A substantial minority on the committee dis- 
agreed with certain aspects of the proposed 
_ program of home ownership under the new 
ection 221. Some members disagreed with 
such an extension of insured mortgage lending. 
Members of the subcommittee on housing for 
low-income families differed with the recom- 
mendation and would have preferred to see the 
Federal Housing Administration authorized to 
insure mortgages up to 95% of value and for a 
term up to 40 years without limitation as to 
economic status of borrower and with a require- 
tment for monthly maintenance payments equiva- 
lent to 10% of debt service to be held in trust 
by the mortgagee. They also suggested that in 
the operation of such a program the estimated 
total annual housing expense to the home pur- 
chaser (as defined by the Federal Housing 
Administration) should not exceed 20% of the 
mortgagor’s annual income (as defined by the 
Federal Housing Administration), They recom- 
mend that in event of default Federal Housing 
Administration debentures should be for the 
same term as the unexpired term of the mort- 
gage and should bear interest at the time of 
issuance at a rate equivalent to the current rate 
on government bonds. It was further suggested 
that the Federal National Mortgage Associa- 
tion or some similar government sponsored 
corporation be placed in readiness to purchase 
mortgages, within appropriate limits, for the 
purpose of inaugurating and testing such a 
program. 
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The subcommittee on FHA and VA housing 
programs and operations originally recom- 
mended that loans insured under Section 221 
could, at the option of the mortgagee, be as- 
signed to the Federal Housing Administration 
at the end of 20 years in exchange for deben- 
tures equivalent in amount to the scheduled 
outstanding principal balance. They proposed 
that these debentures, as well as those issued 
in event of default, should bear an interest 
rate determined at time of issuance equivalent 
to the current yield of government bonds of 
comparable term and that lenders should be 
covered completely against any loss by reason 
of foreclosure expenses. These recommenda- 
tions were not accepted by the advisory com- 
mittee, 


2. To meet the continuing housing needs of 
low-income families, and pending demonstrated 
progress of other programs recommended by 
the committee designed to stimulate through 
Federal Housing Administration mortgage in- 
surance the private production of housing for 
low-income families and the rehabilitation of 
obsolete structures in decaying neighborhoods, 
the committee recommends a continuation of 
the public housing program as contained in the 
Housing Act of 1949, with certain amendments 
summarized below. The committee believes that 
determinations as to the size of the program 
and the method of financing it are responsibili- 
ties of the administration and the Congress. 
The committee is unanimous in its belief in the 
objective of a more effective operation of the 
private housing market so as to steadily lessen 
the need for direct subsidies. 


3. The Housing Act of 1949 should be 
amended to provide that the presently author- 
ized payments in lieu of taxes, by local housing 
authorities to local governments, up to 10% of 
shelter rents be made mandatory. Provision 
should further be made by statute that the local 
contribution to the operation of public housing 
projects through the method of tax exemption 
should equal at least 20% of the federal con- 


. . . to improve the organization of federal housing activities! 


1, There should continue to be a_ single 
housing agency headed by an administrator 
appointed by the President by and with the 
advice and consent of the Senate. The adminis- 
trator should be relieved of the miscellaneous 
operating responsibilities now assigned to his 
immediate office... . The administrator should, 
of course, be provided with necessary staft 
assistance which should include the new position 
of labor relations adviser, The administrator 
should be given clear authority to supervise and 
direct, if necessary, the activities of constituent 
agencies where any matter of basic policy is 
involved. The committee is convinced that, 
although the heads of constituent agencies 
should be fully responsible for the day-to-day 
operations of the programs of their agencies, 
the administrator must have clear and un- 
mistakable authority to supervise constituent 
operations for and on behalf of the President. 


2. The major housing activities of the federal 


it 

it 
tribution. The committee also recommends th 
where state law permits, and the localities i 
desire, public housing for low-income famili 
may be subject to full taxation provided t 
locality agrees to pay in cash the differen 
between full taxation and 10% of the shelt 
rents so long as there is a federal annual co 
tribution. Where the local contribution is ma 
through tax exemption the amount of full tax 
that would have been charged if the housi! 
were privately owned and the payment in li) 
of taxes received should be made matters ( 
public record. Last, where local contributio! 
are made in the form of either tax exemptic 
or cash, estimates of such amounts should | 
made a matter of public record prior to tl 
conclusion of a contract between the feder 
government and a local housing authority fi 
annual federal contributions. 


4. Preference for occupancy in public housii 
among eligible families is now given to famili 
of veterans and families displaced by sly 
clearance. This preference should be extend | 
also to eligible families displaced by oth| 
public improvements. I 
q 
5. Wherever feasible, public housing should 
built at lower densities, and the design of pub 
housing projects should conform more clos( 
to local dwelling patterns and constructi 
practices. This recommendation is designed 
avoid the institutionalized character of pul 
housing and to facilitate the sale of pubj 
housing when no longer needed for low-incor 
families. 


6. After the capital cost of a public housif 
project has been amortized, net revenues fr 

operation or proceeds from sale should | 
returned to the federal government and to 
local community in proportion to their resped 
ive contributions. 


7. Where feasible, existing sound structur 
rehabilitated if necessary, should be used f 
public housing. 


: 


| 


8. More attention should be paid in publ! 
housing to the problems of the aged, both 
the design and size of dwellings. 


government should be consolidated into the fo 
lowing five constituents : 


a. The Federal Housing Administration.|| 
j 
b. The Public Housing Administration. i} 


c. The Urban Renewal Administration, ii 
corporating the functions of the prese) 
Division of Slum Clearance and Urban R) 
development and some of the functions : 
the present Division of Community Faci 
ties and Special Operations. Both of the 
divisions are now located in the Office | 


the Administrator. | 
7 


d. A Federal Home Loan Board respo 
sible for the administration of the Fede 
Home Loan Bank system, the Fede 
Savings and Loan Insurance Corporati( | 
and the National Mortgage Marketi 
Corporation. } | 


+= 


e. A new Housing Management and Dis- 
position Administration responsible for the 
‘management and disposition of Lanham 
' housing, temporary defense housing con- 
structed under P.L. 139, 82nd Congress, 
loans to the manufacturers of prefabricated 
' housing, Alaska housing loans, and acquired 
property resulting from the activities of the 
' Federal Housing Administration and the 
National Mortgage Marketing ‘Corporation. 


hr 


Miscellaneous activities and authorities now 
t the administrator’s office should be reassigned 
6 follows: 


' a. Slum Clearance and Urban Redevelop- 


ment. This program, amended to transform 
‘ and extend it into a broad program of urban 
* renewal, should become the nucleus of a new 
constituent known as the Urban Renewal 
_ Administration. Staff of the Division of 
‘ Community Facilities and Special Opera- 
‘ tions not otherwise transferred should be 
assigned to this constituent. 


b. Housing Research. This program is now 

in liquidation and it is not recommended 

that it be reinstituted on the former basis. 

At the same time, there is a need for better 
| current statistical data on the volume and 
' types of residential construction, mortgage 
financing trends, etc. Better data of these 
types should be obtained through the Bureau 
of the Census and other data collection 
facilities in the Department of Commerce 
and the Bureau of Labor Statistics, which 
agencies have the facilities for collecting 
such information on a completely objective 
basis. 


c. Community Facilities and Special Opera- 
tions. This organizational unit now includes 
a number of miscellaneous programs. The 
following disposition of these activities is 
recommended : 


1) Maintenance and disposition of de- 
fense public works. This activity repre- 
sents the wind-up of the Lanham Act 
public works provided in World War II. 
The remaining workload is small, and 
should be liquidated as rapidly as possible 
by staff transferred to the Housing Man- 
agement and Disposition Administration. 


2) Advance planning of non-federal 
public works. This activity is also in 
liquidation and should be expedited to 
conclusion by the new Urban Renewal 
Administration. 


3) Defense community facilities and ser- 
vices. This is an emergency activity un- 
der P.L. 139, 82nd Congress. The com- 
mittee is not impressed with the need for 
continuing this legislation. It should be 

allowed to expire on June 30, 1954. Staff 
transferred to the Urban Renewal Ad- 
ministration should wind up any remain- 
ing projects as rapidly as possible. 


4) Alaska housing program. The commit- 
tee is of the opinion that the need for this 
program has passed. Any cases in process 

| should be delegated to the Housing Man- 

| agement and Disposition Administration 
or to the Federal Housing Administra- 
tion for handling, and no new business 

' should be accepted. 


—= 


- 


5) Prefabricated housing loans. This pro- 
gram has properly been placed in liquida- 
tion. The servicing and disposition of 
outstanding loans should be assigned to 
the Housing Management and Disposition 
Administration. 


6) College housing and school construc- 
tion programs, It is the conclusion of the 
Committee that these are not proper ac- 
tivities of a housing agency. They should 
be assigned to the Office of Education, 
Department of Health, Education and 
Welfare. 


d. Disposition of Lanham housing. Although 
responsibility for this function vests in the 
Housing and Home Finance Administrator, 
actual operations have been delegated to the 
Public Housing Administration. It is the 
opinion of the committee that it is a mistake 
to merge a program of housing disposition 
with a program of low-rent housing. This 
activity should be transferred to the new 
Housing Management and Disposition Ad- 
ministration. 


e. Programming of defense housing. It is 
the opinion of the committee that this ac- 
tivity should be abandoned. An extension of 
P.L. 139, 82nd (Congress, is not recom- 
mended. Any activity necessary to the 
termination of this function should be dele- 
gated to the Federal Housing Administration. 


f. Federal National Mortgage Association. 
The purchasing authority of the Federal 
National Mortgage Association should be 
terminated and the association should be 
transferred to the new National Mortgage 
‘Marketing Corporation which should act as 
a liquidating agent to dispose of the associa- 
tion’s portfolio of mortgages in an orderly 
manner. 


g. International housing activities should be 
transferred to the Foreign Operations Ad- 
ministration. 


4. In place of the National Housing Council, 
the administrator of the reorganized housing 
agency should be provided with a statutory ad- 
visory board composed of the heads of the five 
constituents above described and a representa- 
tive of the administrator of Veterans’ Affairs, 
The AHFadministrator should be required to 
review with this board all current major policy 


matters with a view toward arriving at the best 
possible coordinated decisions. It should be 
made clear, however, that in the event the ad- 
visory board is unable to reach a conclusion on 
particular policy questions or if the adminis- 
trator is unable to accept the conclusions of the 
advisory board that his own decision can be 
independently made and enforced. 


5. The administrator of the Housing and Home 
Finance Agency, the administrator of Veterans’ 
Affairs, and the commissioner of the Federal 
Housing Administration should be requested to 
work out an interagency agreement under 
which the Veterans Administration would con- 
tract for the Federal Housing Administration 
to perform the technical functions of processing 
veterans’ home loan applications under the 
present home loan guaranty program. This 
recommendation is designed to achieve economy 
and efficiency by having one agency of the fed- 
eral government, instead of two, charged with 


the administration of the technical functions of? 


market analysis, land-planning requirements, 
valuation and appraisal, minimum property and 
construction standards, and property inspection. 
To have such processing functions done by one 
agency should serve to eliminate the added costs 
of dealing with two agencies and in the long 
run to make more homes available to veterans 
at lower costs. Under this recommendation, the 
Veterans Administration would retain the basic 
responsibility for fulfillment of the preferential 
treatment provided for veterans under the terms 
of the Servicemen’s Readjustment Act, while at 
the same time eliminating the duplication and 
overlapping of technicalpfunctions presently per- 
formed by the Federal’ Housing Administration 
for the mortgage insurance program and by the 
Veterans Administration for the home loan 
guaranty program. 


6. The Urban Renewal Administration should 
be charged with the responsibility of advising 
the administrator concerning the programs de- 
veloped by the communities to comply with re- 
quirements that a workable program to attack 
the problem of urban decay has been submitted. 
Based on such findings, it will become the re- 


sponsibility of the administrator to certify t¢ % 


the Federal Housing Administration, the Public 
Housing Administration and the Urban Re- 
newal Administration those communities which 
are eligible for the types of federal assistance 
which are conditioned upon such a certification. 


Termination or modification of statutory authorities 


1. Title VI of the National Housing Act should 
be repealed (with authority to insure mortgages 
for disposition of government-owned housing 
and certain other routine and technical authori- 
ties being added to Title II). 

2. Title VII of the National Housing Act 
should be repealed. 


3. Title IX of the National Housing Act 
should be repealed. 


4. The farm loan provisions of Section 203(d) 
of the National Housing Act should be re- 
pealed. It is the opinion of the committee that 


farm housing cannot be separated from farm 
management and operation. ‘The committee, 
therefore, concluded that questions relating to 
farm housing programs should be left for rec- 
ommendation by the Department of Agriculture. 


5. The authority for loans and grants for de- 
fense community facilities under Title III of 
P.L. 139, 82nd Congress, should not be extended 
beyond its present expiration date, 


6. Title VIII of the National Housing Act 
should be extended on a standby basis but not 
be used except upon the basis of firm estimates 
of need by the Department of Defense. 
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